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and exchanges became more frequent, especially at certain centres, the use of credit grew by a natural process. It has reached its highest development in recent years, but it is not a new invention. In the least advanced countries traders keep accounts with each other and with their customers, and set off the transactions against each other, and it is tl)is setting off of one transaction against another which constitutes the economy of gold due to the use of credit. If I sell an article to another man and draw a bill on him for the price at three months sight, and discount that bill, there is no economy of money if the man who discounts the bill pays me cash. On the contrary, there is an increase in the use of money if the drawee pays him cash at the end of three months. In that case there will have been two payments of money instead of one. But if I discount the bill at a Bank and accept payment by means of an entry of the proper amount to my credit, and if the bill is paid when it becomes due by the account of the drawee at some Bank being debited with the amount no money has passed from hand to hand, and there is a distinct economy of gold. But against the credit which the Bank gives me when it discounts the bill it must hold money somewhere and to some extent in order to preserve a proper balance between its liabilities at call and its availably cash. Iii his History of the Rebellion against